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(Lrj°'  H*  Geographic  Structure  of  Milk  Prices,  1957-581/ 

Prices  milk  dealers  pay  to  farmers  for  milk  are  influenced  by  the 
distance  of  the  market  from  areas  of  abundant  supplies.  Plotting  dealers' 
prices  for  milk  on  a  map,  and  drawing  in  lines  at  successive  price  levels, 
produces  the  effect  of  a  veather  map.  Figure  4  shovs  such  a  map  -with  price 
contour  lines  at  $4.00  per  100  pounds,  and  at  successive  steps  of  46  cents 
a  100  pounds,  or  approximately  1  cent  a  quart.  These  prices  are  for  milk 
used  for  bottling;  that  is,  milk  designated  as  Class  I  in  use  classification 
plans. 

The  principal  area  of  low  milk  prices  for  the  period  plotted  — 
1957-58  —  "was  in  the  north-central  region.  In  much  of  Wisconsin, 
Minnesota,  Iova,  and  Illinois,  prices  paid  farmers  for  milk  were  below 
$4.00  per  100  pounds  for  milk  containing  3.5  percent  butterfat.  This 
zone  of  less-than-$4.00  prices  was  slightly  larger  in  1957-58  than  in 
1953-54.  2/  During  the  intervening  years  prices  declined  slightly  in 
northern  Iowa  and  central  Illinois.  The  $4.46  price  contour  remained 
relatively  unchanged  from  1953-54  to  1957-58,  but  prices  in  Montana  and 
Wyoming  rose,  to  push  the  $4.92  contour  eastward  a  considerable  distance. 

Outside  the  north-central  region,  "low"  price  areas  existed  on  the 
vest  coast  and  in  Vermont.  The  Vermont  area  changed  little  from  1953-54 
to  1957-58>  "but  the  level  of  prices  rose  to  the  next  higher  bracket  In 
central  California  and  in  the  Puget  Sound  area  of  Washington  State. 

Prices  on  the  Atlantic  and  gulf  coasts  were  highest.  The  zones  of 
highest  prices  remained  about  the  same  from  1953-5^-  "to  1957-58?  although 
prices  in  Connecticut  and  Rhode  Island  had  risen  by  1957-58  to  the  next 
higher  bracket  ($6*30  "to  $6.76)  and  the^  zone  of  prices  between  $5.84  and 
$6.30  had  become  wider.  In  the  Southwest,  the  zone  of  prices  higher  than 
$5.84  moved  northward  across  Arizona  into  Colorado. 

The  average  relationship  of  price  to  distance  was  such  that  dealers1 
buying  prices  per  100  pounds  of  fluid  milk  Increased  an  average  of  2.18 
cents  per  10  miles  increase  in  distance, .  using  Eau  Claire,  Wisconsin,  as 
the  basing  point  (fig.  5).  Four  years  earlier,  the  average  was  1.92 
cents  per  .100  pounds  per  10  miles.  The  change  in  the  average  rate  of 
increase  in  price  with  distance  reflects  the  tendencies  shown  on  the  map 
of  price  contours.  In  several  sections  of  the  country  the  contours  had 
moved  closer  to  the  Midwest. 

1/  Prepared  by  Louis  F.  Herrmann,  Head,  Dairy  Section,  and  Helen  V. 
Smith?  Statistical  Assistant,  Market  Organization  and  Costs  Branch,  Mktg. 
Ress  Div. ,  Agr.  Mktg.  Serv. 

2/  See  Mktg.  Res.  Rpt.  98,  Regulations  Affecting  the  Movement  and 
Merchandising  of  Milk,  U.S.  Dept.  Agr.,  Agr.  Mktg.  Serv.,  June  1955^ 
pp.  87-100. 
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PRICE  STRUCTURE  FOR  MILK* 

July  1957  -  June  1958 


EQUAL-PRICE  LINES 


*  DEALERS'   BUYING    PRICES   PER   CWT., 

3.S  PERCENT   BUTTERFAT,    FOR   FLUID    USE 
BASED  ON    PRICES  IN    185  MARKETS. 
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In  164  Markets  East  of  Rockies 


FLUID  MILK*  PRICES  RELATED  TO  DISTANCE 
FROM  WISCONSIN,0  JULY  1957- JUNE  1958 
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The  average  rate  of  increase  in  prices  with  distance  would  be  expected 
to  approximate  the  rates  for  transportation  plus  other  transfer  costs,  hut 
directly  relevant  current  data  on  such  rates  and  costs  have  not  been  com- 
piled. The  rate  of  1.92  cents  for  1953-5^  vas  found  to  agree  approximately 
with  information  from  several  firms  that  specialize  in  tanking  milk  between 
markets.  Many  of  the  items  of  expense  in  truck  operation  rose  substantially 
between  1953-5^  and  1957-58*  Prices  of  gasoline  declined  2  percent,  but 
lubricating  oil  rose  2k   percent,  tires  and  tubes  18  percent,  trucks  11 
percent,  and  truck  repair  13  percent.   Quantities  of  milk  moving  by  rail 
are  almost  negligible  but  rail  freight  rates  are  of  some  significance  as 
an  indicator  of  transportation  costs.   They  rose  about  11  percent  between 
1953-5^  and  1957-58*  On  the  whole,  the  change  in  geographic  structure  of 
milk  prices  appears  consistent  with  these  changes  in  items  of  transportation 
expense. 

The  regression  of  price  on  distance  indicated  a  price  of  $3*38  at 
Eau  Claire  for  fluid  milk.   This  was  2h   cents  under  the  price  established 
in  the  Eau  Claire  zone  by  the  Chicago  order.   It  was  32  cents  above  the 
average  price  paid  farmers  at  12  Midwest  condenseries.  3/ 

Because  milk  produced  for  fluid  milk  markets  is  sold  by  producers  on 
a  classified  price  basis,  the  incentive  for  producers  to  shift  from  one 
market  to  another  is  measured  by  blend  prices.  The  "blend"  is  a  weighted 
average  of  the  separate  prices  for  the  different  uses  made  of  the  milk. 
The  average  line  of  relationships  began  at  a  point  20  cents  per  100  pounds 
below  the  calculated  dealers'  buying  price  at  Eau  Claire  in  1957-58 
(fig.  6).  The  slope  of  the  regression  (rate  of  increase  with  distance) 
was  1.7^  cents  per  10  miles.  This  slope  is  not  as  steep  as  the  Class  I 
regression,  as  it  is  an  average  of  the  Class  I  price,  which  increases 
rapidly  with  distance,  and  the  surplus  or  manufacturing-use  class,  which 
increases  very  little  with  distance.  The  difference  between  the  two 
regressions  implies  an  average  utilization  of  about  80  percent  in  Class  I 
when  no  allowance  is  made  for  a  rise  of  price  with  distance  in  other 
classes  of  use. 

"3/  These  12  plants  are  the  remaining  plants  of  the  former  "18  Midwest 
Condenseries . " 
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In  74  Markets  East  of  Rockies 


BLEND  PRICES  FOR  MILK,*  RELATED  TO  DISTANCE 
FROM  WISCONSIN,0  JULY  1957- JUNE  1958 
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